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well" or other agreements to maintain the financial condition of, another person), or (ii)
make investments (including without limitation any loans or capital contributions to, and
the undertaking of any guarantees in favor of or any "keep well" or other agreements to
maintain the financial condition of, another person) in excess of$25 million in the
aggregate, except investments in Subsidiaries and except investments in the ordinary
course ofbusiness.

(b) Dividends. Conectiv shall not, and shall not permit any of its Subsidiaries to:
(i) declare or pay any dividends on or make other distributions in respect of any of their
capital stock other than (A) by a wholly owned Subsidiary or by a partially owned
Subsidiary (provided that Conectiv or a Subsidiary of Conectiv receives its proportionate
share of such dividend or distribution), (B) dividends required to be paid on any preferred
stock of Subsidiaries in accordance with their terms, (C) regular dividends on Conectiv
Common Stock with usual record and payment dates at a rate not in excess of$0.22 per
share per quarter, (D) regular dividends on the Class A Stock with usual record and
payment dates (l) at a rate not in excess of$0.80 per share per quarter for the period
through and including March 31, 2001 and (2) thereafter, at an annual rate up to (x) 90%
of the "Company Net Income Attributable to the Atlantic Utility Group" (as defined in
the certificate of incorporation ofConectiv) multiplied by (y) the "Outstanding Atlantic
Utility Fraction" (as defined the certificate of incorporation ofConectiv) and (E) with
respect to any quarter in which the Effective Time occurs, a special dividend with respect
to each of Conectiv Common Stock and the Class A Stock in an amount consisting ofthe
pro rata portion of the dividend permitted under clause (C) or (D), as applicable, for the
period from and including the first day of such quarter through, but not including, the day
ofthe Effective Time; (ii) split, combine or reclassify any of their capital stock or issue or
authorize or propose the issuance of any other securities in respect of, in lieu of, or in
substitution for, shares of its capital stock; or (iii) redeem, repurchase or otherwise
acquire any shares of their capital stock other than (x) redemptions, repurchases and other
acquisitions of shares of capital stock in the ordinary course of business consistent with
past practice including, without limitation, (1) repurchases, redemptions and other
acquisitions in connection with the administration of Benefit Plans and dividend
reinvestment plans as in effect on the date hereof in the ordinary course of the operation
of such plans consistent with past practice, (2) redemptions, purchases or acquisitions
required by the terms of any series of preferred stock of any Subsidiary or (3) in
connection with the refunding ofthe preferred stock of any Subsidiary through the
issuance of additional preferred stock of any Subsidiary or indebtedness either at its
stated maturity or at a lower cost of funds (calculating such cost on an aggregate after-tax
basis) or through the incurrence of indebtedness permitted under Section 4.1 (g) and (y)
intercompany acquisitions of capital stock.

(c) Issuance of Securities. Conectiv shall not, and shall not permit any of its
Subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, delivery or sale
of, any shares oftheir capital stock of any class or any securities convertible into or
exchangeable for, or any rights, warrants or options to acquire, any such shares or
convertible or exchangeable securities, except for (v) in connection with the refunding of
the preferred stock of any Subsidiary through the issuance of additional preferred stock of
any Subsidiary either at its stated maturity or at a lower cost offunds (calculating such
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cost on an aggregate after-tax basis), (w) the issuance of common stock pursuant to the
dividend reinvestment plans ofConectiv as in effect on the date hereof in the ordinary
course of the operation of such plans, (x) the issuance of common stock, or stock options,
stock appreciation or similar rights, as the case may be, pursuant to Benefit Plans of
Conectiv as in effect on the date hereof in the ordinary course of the operation of such
plans not to exceed the amounts set forth in Section 4.1 (c) ofthe Conectiv Disclosure
Schedule, (y) the issuance by a Subsidiary of shares of its capital stock to its parent and
(z) any issuance required under the Rights Plan.

(d) Charter Documents. Conectiv shall not amend or propose to amend its
certificate of incorporation or its bylaws.

(e) Acquisitions. Except (i) for acquisitions not exceeding $25 million in the
aggregate during any fiscal year, or more than $50 million in the aggregate during the
period from the date of this Agreement to the Effective Time, or (ii) in the ordinary
course ofbusiness consistent with past practice, Conectiv shall not, and shall not permit
any of its Subsidiaries to, acquire or agree or publicly propose to acquire, by merging or
consolidating with, or by purchasing a substantial equity interest in or a substantial
portion of the assets of, or by any other manner, any business or any corporation,
partnership, association or other business organization or division thereof, or otherwise
acquire or agree to acquire any material amount of assets.

(f) No Dispositions. Other than (i) dispositions not exceeding $50 million during
any fiscal year, (ii) dispositions publicly announced prior to the date hereof or pursuant to
agreements in effect on the date hereof, (iii) dispositions of Conectiv Communications,
Inc., Conectiv Thermal Systems, Inc., Petron Oil Corp. and Conectiv Solutions, LLC,
(iv) dispositions of investments made in or by Enertech Capital Partners I or Enertech
Capital Partners II, (v) dispositions of assets ofBurney Forest Power (Burney, CA),
Vineland Cogeneration, L.P. (Vineland, NJ), Pedricktown Cogeneration, L.P.
(Pedricktown, NJ), SEGS IV (Kramer Junction, CA) and Hydro Kennebec (Winslow,
ME), (vi) disposition oftransmission and distribution assets in Vineland, New Jersey or
(vii) in the ordinary course of business consistent with past practice, Conectiv shall not,
and shall not permit any of its Subsidiaries to, sell, lease, license, encumber or otherwise
dispose of, any material amount of assets. In addition to the above, Conectiv shall
provide to Parent copies of all agreements which Conectiv or its Subsidiaries propose to
enter into in connection with any disposition described in this paragraph (f) which is
material to Conectiv and its Subsidiaries taken as a whole and shall confer and consult
with Parent prior to execution of any such agreements which provide for material
ongoing obligations on behalf of Conectiv or its Subsidiaries.

(g) Indebtedness. Conectiv shall not, and shall not permit any of its Subsidiaries
to, incur or guarantee any indebtedness (including any debt borrowed or guaranteed or
otherwise assumed, including without limitation the issuance of debt securities or
warrants or rights to acquire debt) or enter into any "keep well" or other agreement to
maintain the financial condition of another person or enter into arrangements having the
effect of any ofthe foregoing other than (i) short-term indebtedness in the ordinary
course ofbusiness consistent with past practice, (ii) long-term indebtedness in connection
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with the refinancing of existing indebtedness either at its stated maturity or at a lower
cost of funds (calculating such cost on an aggregate after-tax basis), (iii) long-term
indebtedness in connection with the refunding of the preferred stock of any Subsidiary
either at its stated maturity or at a lower cost of funds (calculated as aforesaid), (iv) as
contemplated in the Coneetiv SEC Reports filed prior to the date of this Agreement
pursuant to the 1935 Act, (v) pursuant to securitizations to the extent permitted by the
applicable Governmental Entity, (vi) to finance acquisitions or capital expenditures
permitted by Sections 4.1 (e) or 4.1 (h), (vii) such indebtedness, guarantees and
agreements among Conectiv and its Subsidiaries and (viii) additional indebtedness in any
fiscal year not exceeding $100 million.

(h) Capital Expenditures. Conectiv shall not, and shall not permit any of its
Subsidiaries to, make any capital expenditures, other than, with respect to ACE and
DP&L, (i) capital expenditures incurred in connection with the construction of new
facilities, (ii) capital expenditures to repair or replace facilities destroyed or damaged due
to casualty or accident (whether or not covered by insurance) and (iii) capital
expenditures required to provide or maintain reliable electric and natural gas service and,
with respect to all other Subsidiaries of Conectiv those which do not exceed, in the
aggregate, capital expenditures provided for in each category in the budget set forth in
Section 4.1 (h) of the Conectiv Disclosure Schedule.

(i) Compensation and Benefits. Conectiv shall not, and shall not permit any of its
Subsidiaries to, enter into, adopt or amend, or increase the amount or accelerate the
payment or vesting of any benefit or amount payable under, any Benefit Plan or
employee benefit plan or other arrangement that would be a Benefit Plan of Conectiv or
its Subsidiaries ifit were in effect as of the date of this Agreement, or increase the
compensation or benefits of any director, employee or officer of Conectiv or any of its
Subsidiaries, (x) except for any of the foregoing required by a Benefit Plan ofConectiv or
collective bargaining agreement, (y) except for normal (including incentive) increases in
the ordinary course ofbusiness that, in the aggregate, do not result in a material increase
in benefits or compensation expense to Conectiv and its Subsidiaries taken as a whole,
and (z) except in the case of new hires and promotions; provided, however, that the
Personnel and Compensation Committee of Conectiv shall be permitted to consult with
participants in the Conectiv Supplemental Retirement Plan and the Conectiv Deferred
Compensation Plan, and to determine whether benefits under such plans will be
distributed in one lump sum or in accordance with the distribution options previously
selected by each participant upon a participant's termination of employment or service
for any reason following the Effective Time.

G) Accounting. Conectiv shall not, and shall not permit any of its Subsidiaries to,
make any changes in their accounting methods, except as permitted by GAAP.

(k) Rate Matters; 1935 Act. (i) To the extent permitted by law, except for
currently pending rate filings, any fuel cost recovery applications, routine or
administrative filings and informational filings in connection with market-based rates,
Conectiv shall, and shall cause its Subsidiaries to, discuss with Parent prior to initiating
any proposed changes in its or its Subsidiaries' rates or charges (other than cost pass-
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through rate adjustment clauses), standards of service or regulatory accounting from
those in effect on the date hereof and consult with Parent prior to making any filing (or
any amendment thereto), or effecting any agreement, commitment, arrangement or
consent with any Governmental Entity, whether written or oral, formal or informal, with
respect thereto, and Conectiv and its Subsidiaries shall not make any filing to change
their rates or charges on file with the public utility commission of any state or FERC that
would reasonably be expected to result in a Material Adverse Effect on Conectiv.
Notwithstanding the foregoing, neither Conectiv nor any of its Subsidiaries shall be
required to consult or have discussions with Parent prior to entering into arrangements
with customers in the ordinary course of business consistent with past practice.

(ii) To the extent permitted by law, Conectiv shall, and shall cause each of its
Subsidiaries to, deliver to Parent a copy of each filing or agreement related to generally
applicable rates, charges, standards of service, accounting or regulatory policy which
could lead to a material change in any of those areas at least four days prior to the filing
or execution thereof so that Parent may comment thereon. Conectiv shall, and shall cause
its Subsidiaries to, make all such filings only in the ordinary course ofbusiness (i)
consistent with past practice or (ii) as required by a Governmental Entity or regulatory
agency with appropriate jurisdiction or under existing settlement agreements to which
Conectiv is a party.

(iii) Conectiv shall not, and shall not permit any of its Subsidiaries to, except as
required or contemplated by this Agreement, engage in any activities which would cause
a change in its status, or that of its Subsidiaries, under the 1935 Act; provided that, in any
event, such Subsidiaries shall be permitted to obtain "exempt wholesale generator" status
under the 1935 Act.

(I) Insurance. Conectiv shall, and shall cause its Subsidiaries, to maintain with
financially responsible insurance companies (or through self-insurance not inconsistent
with such party's past practice), insurance in such amounts and against such risks and
losses as are customary for companies engaged in the utility industry and such other
business as conducted by Conectiv and its Subsidiaries employing methods of generating
electric power and fuel sources similar to those methods employed and fuels used by
Conectiv and its Subsidiaries.

(m) Tax-Free Qualification. Conectiv shall not, and shall not permit any of its
Subsidiaries to, take any action that would prevent or impede the Mergers, taken together,
from qualifying as a transaction described in Section 351 ofthe Code.

(n) Rights Plan. Conectiv shall not amend, modify or waive any provision of the
Rights Plan in any way that is materially adverse to Parent, and shall not take any action
to redeem the Rights or render the Rights inapplicable to any transaction in any way that
is materially adverse to Parent, other than, in each case, to permit another transaction that
Conectiv Board has determined is a Superior Proposal (as defined in Section 8.11), to be
consummated after termination of this Agreement.
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(0) Affiliate Letter and Agreements. On or prior to the Closing Date, Conectiv
will deliver to Parent a letter (the "Conectiv Affiliate Letter") identifying all persons
who are "affiliates" of Conectiv for purposes of Rule 145 under the Securities Act ("Rule
145"). On or prior to the Closing Date, Conectiv will use all reasonable efforts to cause
each person identified as an "affiliate" in the Conectiv Affiliate Letter to deliver a written
agreement (an "Affiliate Agreement") in connection with restrictions on affiliates under
Rule 145.

(p) Third Party Standstill Agreements. Subject to Section 5.5, during the period
from the date of this Agreement through the Effective Time, neither Conectiv nor any of
its Subsidiaries shall terminate, amend, modify or waive any provision of any standstill
agreement or any standstill provisions of other agreements to which it is a party. Subject
to Section 5.5, during such period, Conectiv shall take all appropriate steps to enforce the
provisions of any such agreement.

(q) Contracts. Conectiv shall not, and Conectiv shall not permit any of its
Subsidiaries to, except in the ordinary course ofbusiness, modify, amend or terminate
any contract or agreement which Conectiv or any Subsidiary ofConectiv is a party (other
than a modification, amendment or termination of any agreement identified in Section
8.1 I(e)(iv) of the Conectiv Disclosure Schedule that would not reasonably be expected to
result in a Material Adverse Effect on Conectiv), that is material to Conectiv and its
Subsidiaries taken as a whole, to waive, release or assign any material rights to claims
therein, or agree to any provisions thereofwhich would impede the ability ofConectiv to
consummate the Mergers, or in respect to which the Mergers would constitute a default,
or would result in the Mergers triggering a right of termination by any unaffiliated
parties. Conectiv will confer and consult with Parent before entering into any new
contract or agreement material to Conectiv and its Subsidiaries taken as a whole.

(r) No Breach, Etc. Conectiv shall not, nor shall Conectiv permit any of its
Subsidiaries to, take any action that would or is reasonably likely to result in the
conditions in Sections 6.2(a) and (b) not being satisfied.

(s) Environmental Matters. (i) Conectiv shall, and to the extent applicable shall
cause its Subsidiaries to, use reasonable best efforts to obtain, prior to the Closing Date,
from the New Jersey Department of Environmental Protection ("NJDEP") a written
determination that the New Jersey Industrial Site Recovery Act (N.J. Stat. Ann. Sec.
13:KI-6 et seq.) ("ISRA") does not apply to the transactions contemplated by this
Agreement. In the event that NJDEP determines that ISRA does apply, then Conectiv
shall use its reasonable best efforts, or shall cause its Subsidiaries to use their reasonable
best efforts, to obtain from the NJDEP, prior to the Closing Date, either a letter of "no
further action" or a "Negative Declaration" or, alternatively, execute a Remediation
Agreement with the NJDEP on commercially reasonable terms, which Remediation
Agreement shall be implemented by Conectiv and/or its Subsidiaries at their sole cost and
expense.

(ii) Except as would not reasonably be expected to result in a Material Adverse
Effect on Conectiv: (A) Conectiv shall, and shall cause its Subsidiaries to, promptly
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notify Parent of any infonnation requests by or any communications with or any
enforcement action by Governmental Entities with respect to the operation or
maintenance or improvement of any currently or fonnerly owned or operated assets,
properties, facilities or business that may give rise to any allegation of noncompliance
with Environmental Law or violation of Environmental Pennit, and (B) with respect to
such noncompliance with Environmental Law or any violation of Environmental Pennit,
neither Conectiv nor any of its Subsidiaries shall enter into any settlement or agreement
with any third parties or Governmental Entities or pay any judgment or fines or agree to
any penalties.

(t) Tax Matters. Neither Conectiv nor any of its Subsidiaries shall, other than in
the ordinary course ofbusiness and consistent with its past practices, (i) make or rescind
any material express or deemed election relating to Taxes, (ii) settle or compromise any
material claim, action, suit, litigation, proceeding, arbitration, investigation, audit or
controversy relating to Taxes, or (iii) change in any material respect any of its methods of
reporting income or deductions for federal income tax purposes from those employed in
the preparation of its federal income tax return for the taxable year ending December 31,
1999; provided, that Conectiv and its Subsidiaries shall keep Parent reasonably infonned
and timely provide Parent with copies of all relevant documents and consult with Parent
on matters described in the foregoing clauses (i) through (iii).

(u) Tax Rulings. Neither Conectiv nor any of its Subsidiaries shall make a
request for a Tax Ruling (or submit any material in connection with such Tax Ruling)
without first consulting with Parent (including providing Parent with advance copies of
and reasonable opportunity (not less than ten (10) Business Days) to review and comment
on any submissions to any Tax authority before such submissions are made) and shall
infonn Parent as to the status of the Tax Ruling and communications with such Tax
authority.

(v) Certain Consents. If requested by Parent, Conectiv shall use reasonable best
efforts to obtain the consents identified in Section 3.1 (d)(ii) of the Conectiv Disclosure
Schedule (provided that such consents and any obligations thereunder shall not be
effective until the Closing).

4.2. Covenants of Parent. During the period from the date of this Agreement
and continuing until the Effective Time, Parent agrees as to itself and its Subsidiaries that (except
as expressly contemplated or pennitted by this Agreement or as otherwise indicated on the
Parent Disclosure Schedule or as required by a Governmental Entity of competent jurisdiction or
by applicable law, rule or regulation, or to the extent that Conectiv shall otherwise consent in
writing (which consent not to be unreasonably delayed or withheld)):

(a) Ordinary Course of Business. Parent shall and shall cause its Subsidiaries to,
carryon their respective existing businesses in the usual, regular and ordinary course and
use all commercially reasonable efforts to preserve intact their respective present
business organizations and goodwill, preserve the goodwill and relationships with
customers, suppliers and others having business dealings with them and, subject to
prudent management of their workforces and on-going programs currently in force, keep
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available the services of their present officers and employees, to the end that their
goodwill and ongoing businesses shall not be impaired in any material respect at the
Effective Time.

(b) Dividends. Parent shall not, and shall not permit any of its Subsidiaries to: (i)
declare or pay any dividends on or make other distributions in respect of any of their
capital stock other than (A) by a wholly owned Subsidiary or by a partially owned
Subsidiary (provided that Parent or a Subsidiary of Parent receives its proportional share
of such dividend or distribution), (B) dividends required to be paid on any preferred stock
of Subsidiaries in accordance with their terms, (C) regular quarterly dividends on Parent
Common Stock with usual record and payment dates at an annual rate not greater than
$1.00 per share, and (D) with respect to any quarter in which the Effective Time occurs, a
special dividend with respect to Parent Common Stock in an amount consisting of the pro
rata portion of the dividend permitted under clause (C), for the period from and including
the first day of such quarter through, but not including, the day of the Effective Time; (ii)
split, combine or reclassify any of their capital stock or issue or authorize or propose the
issuance of any other securities in respect of, in lieu of, or in substitution for, shares of its
capital stock; or (iii) redeem, repurchase or otherwise acquire any shares oftheir capital
stock other than (x) redemptions, repurchases and other acquisitions of shares of capital
stock in the ordinary course ofbusiness consistent with past practice including, without
limitation, (I) repurchases, redemptions and other acquisitions in connection with the
administration of Benefit Plans and dividend reinvestment plans as in effect on the date
hereof in the ordinary course of the operation of such plans, (2) redemptions, purchases
or acquisitions permitted by the respective terms of any series of preferred stock or (3) in
connection with the refunding of the preferred stock through the issuance of additional
preferred stock or indebtedness either at its stated maturity or at a lower cost of funds
(calculating such cost on an aggregate after-tax basis) or through the incurrence of
indebtedness permitted under Section 4.2(g) and (y) intercompany acquisitions of capital
stock.

(c) Issuance of Securities. Parent shall not, and shall not permit any of its
Subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, delivery or sale
of, any shares oftheir capital stock of any class or any securities convertible into or
exchangeable for, or any rights, warrants or options to acquire, any such shares or
convertible or exchangeable securities, except for (x) those so issued, delivered or sold
for consideration as determined in good faith by the Board of Directors of Parent, (y) the
issuance of common stock or stock options, stock appreciation or similar rights, as the
case may be, pursuant to Benefit Plans or dividend reinvestment plans of Parent as in
effect on the date hereof in the ordinary course of the operation of such plans and (z) the
issuance by a Subsidiary of shares of its capital stock to its parent.

(d) Charter Documents. Parent shall not amend or propose to amend its articles
of incorporation or its bylaws in a manner that would reasonably be expected to
materially impede or materially delay the Mergers.

(e) Acquisitions. Parent shall not, and shall not permit any of its Subsidiaries to,
acquire or agree or publicly propose to acquire, by merging or consolidating with, or by

OJ 851 0-0002-01 623-NYOI.2056703.4 12/24/011:13 PM



38

purchasing a substantial equity interest in or a substantial portion of the assets of, or by
any other manner, any business which is inconsistent with the permitted business
activities of a registered holding company under the 1935 Act.

(f) No Dispositions. Other than (i) dispositions not exceeding $200 million
during any fiscal year, (ii) dispositions publicly announced prior to the date hereof or
pursuant to agreements in effect on the date hereof or (iii) in the ordinary course of
business consistent with past practice, Parent shall not, and shall not permit any of its
Subsidiaries to, sell, lease, license, encumber or otherwise dispose of, any material
amount of assets.

(g) Indebtedness. Parent shall not, and shall not permit any of its Subsidiaries to,
incur or guarantee any indebtedness (including any debt borrowed or guaranteed or
otherwise assumed, including without limitation the issuance of debt securities or
warrants or rights to acquire debt) or enter into any "keep well" or other agreement to
maintain the financial condition of another person or enter into arrangements having the
effect of any of the foregoing, to the extent any such indebtedness, agreements or
arrangements would cause Parent to fail to maintain at least a "Baa2" rating by Moody's
Investors Service and a "BBB" rating by Standard and Poor's Corporation.

(h) Accounting. Parent shall not, and shall not permit any of its Subsidiaries to,
make any changes in their accounting methods, except as permitted by GAAP.

(i) 1935 Act. Parent shall not, and shall not permit any of its Subsidiaries to,
except as required or contemplated by this Agreement, engage in any activities which
would cause a change in its status, or that of its Subsidiaries, under the 1935 Act.

(j) Insurance. Parent shall, and shall cause its Subsidiaries, to maintain with
financially responsible insurance companies (or through self-insurance not inconsistent
with such party's past practice), insurance in such amounts and against such risks and
losses as are customary for companies engaged in the utility industry and such other
businesses as conducted by Parent and its Subsidiaries employing methods of generating
electric power and fuel sources similar to those methods employed and fuels used by
Parent and its Subsidiaries.

(k) Tax-Free Oualification. Parent shall not, and shall not permit any of its
Subsidiaries to, take any action that would prevent or impede the Mergers, taken together,
from qualifying as a transaction described in Section 351 of the Code.

(1) Certain Other Actions. Parent shall not, and shall not permit its Subsidiaries
to, (i) acquire or agree to acquire by merger or consolidation or similar transaction with,
or by purchasing a substantial portion of the assets of or equity in, any business or any
corporation, partnership, association or other business organization or division thereof or
(ii) enter into or agree to enter into new lines ofbusiness, encumber shares of their capital
stock or take any other action, if the taking of any such action referred to in clause (i) or
(ii) could reasonably be expected to (A) impose any material delay in the obtaining of, or
materially increase the risk of not obtaining, any authorizations, consents, orders,
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declarations or approvals of any Governmental Entity necessary to consummate the
Mergers or the expiration or termination of any applicable waiting period, (B) materially
increase the risk of any Governmental Entity entering an order prohibiting the
consummation of the Mergers or materially increase the risk of not being able to remove
any such order on appeal or otherwise or (C) otherwise materially delay or impede the
consummation of the Mergers.

(m) Activities. Prior to the Effective Time, Parent shall, and shall cause HoldCo,
Merger Sub A and Merger Sub B to, (A) perform its respective obligations under this
Agreement in accordance with its terms and (B) not engage, directly or indirectly, in any
business or activity of the type or kind, and not enter into any agreement or arrangement
with any person, or be subject to or bound to any obligation or undertaking, which is not
consistent with this Agreement.

(n) No Breach, Etc. Parent shall not, nor shall Parent permit any of its
Subsidiaries to, take any action that would or is reasonably likely to result in the
conditions set forth in Sections 6.3(a) and (b) not being satisfied.

4.3. Advice of Changes; Governmental Filings. Conectiv shall (a) confer
with Parent on a regular and frequent basis and (b) report to Parent (to the extent permitted by
law or regulation or any applicable confidentiality agreement) on operational matters. Conectiv
and Parent shall file all reports required to be filed by each of them with the SEC (and all other
Governmental Entities) between the date of this Agreement and the Effective Time and shall (to
the extent permitted by law or regulation or any applicable confidentiality agreement) deliver to
the other party copies of all such reports, announcements and publications promptly after the
same are filed. Subject to applicable laws relating to the exchange of information, each of
Conectiv and Parent shall have the right to review in advance, and will consult with the other
with respect to, all the information relating to the other party and each of their respective
Subsidiaries, which appears in any filings, announcements or publications made with, or written
materials submitted to, any third party or any Governmental Entity in connection with the
transactions contemplated by this Agreement. In exercising the foregoing right, each of the
parties hereto agrees to act reasonably and as promptly as practicable. Each party agrees that, to
the extent practicable and as timely as practicable, it will consult with, and provide all
appropriate and necessary assistance to, the other party with respect to the obtaining of all
permits, consents, approvals and authorizations of all third parties and Governmental Entities
necessary or advisable to consummate the transactions contemplated by this Agreement and each
party will keep the other party apprised of the status of matters relating to completion ofthe
transactions contemplated hereby.

4.4. Transition Planning. Conectiv and Parent shall each appoint one or more
representatives to a committee that will be responsible for coordinating transition planning and
implementation relating to the Mergers.

4.5. Control of Other Party's Business. Nothing contained in this
Agreement shall be deemed to give Conectiv, directly or indirectly, the right to control or direct
Parent's operations prior to the Effective Time. Nothing contained in this Agreement shall be
deemed to give Parent, directly or indirectly, the right to control or direct Conectiv's operations
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prior to the Effective Time. Prior to the Effective Time, each of Conectiv and Parent shall
exercise, consistent with the tenns and conditions of this Agreement, complete control and
supervision over its respective operations.

4.6. Payment of Dividends. Conectiv, HoldCo and Parent shall coordinate
with each other the declaration, setting of record dates and payment of dividends on capital stock
of Conectiv or any of Conectiv' s Subsidiaries so that holders of capital stock of Conectiv or any
of Conectiv's Subsidiaries do not receive dividends on both capital stock of Conectiv or any of
Conectiv's Subsidiaries and HoldCo Common Stock received in the Mergers in respect of any
calendar quarter or fail to receive a dividend on either capital stock of Conectiv or any of
Conectiv's Subsidiaries and HoldCo Common Stock received in the Mergers in respect of any
calendar quarter. Nothing in this Section 4.6 shall prevent or limit the ability ofthe parties to pay
the dividend referred to in Section 4.1 (b)(i)(E) or 4.2(b)(i)(D).

ARTICLE V

ADDITIONAL AGREEMENTS

5.1. Preparation of Proxy Statement; Stockholders Meeting. (a) As
promptly as practicable following the date hereof, the parties shall prepare and file with the SEC
preliminary proxy materials which shall constitute the Joint Proxy Statement/Prospectus (such
proxy statement/prospectus, and any amendments or supplements thereto, the "Proxy
Statement/Prospectus") and a registration statement on Fonn S-4 with respect to the issuance of
HoldCo Common Stock in connection with the Mergers (the "Form S-4"). The Proxy
StatementlProspectus will be included in the Fonn S-4 as HoldCo's prospectus. The Form S-4
and the Proxy Statement/Prospectus shall comply as to fonn in all material respects with the
applicable provisions of the Securities Act and the Exchange Act and the rules and regulations
thereunder. Each of Parent and Conectiv shall use reasonable best efforts to have the Fonn S-4
cleared by the SEC as promptly as practicable after filing with the SEC and to keep the Fonn S-4
effective as long as is necessary to consummate the Mergers. Each party shall, as promptly as
practicable after receipt thereof, provide copies of any written comments received from the SEC
to the other party with respect to the Proxy Statement/Prospectus and advise the other party of
any oral comments with respect to the Proxy StatementlProspectus received from the SEC.

Parent agrees that none of the infonnation supplied or to be supplied by Parent for
inclusion or incorporation by reference in the Proxy StatementlProspectus and each amendment
or supplement thereto, at the time ofmailing thereof and at the time of the Parent and the
Conectiv Stockholders Meetings (as defined below), will contain an untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading.
Conectiv agrees that none ofthe infonnation supplied or to be supplied by Conectiv for inclusion
or incorporation by reference in the Proxy Statement/Prospectus and each amendment or
supplement thereto, at the time of mailing thereof and at the time of the Parent and the Conectiv
Stockholders Meetings, will contain an untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading. For purposes of the foregoing, it
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is understood and agreed that information concerning or related to Parent or HoldCo will be
deemed to have been supplied by Parent and information concerning or related to Conectiv shall
be deemed to have been supplied by Conectiv. Parent will provide Conectiv with a reasonable
opportunity to review and comment on any amendment or supplement to the Proxy
Statement/Prospectus prior to filing such with the SEC, and will provide Conectiv with a copy of
all such filings made with the SEC. No amendment or supplement to the information supplied by
Conectiv for inclusion in the Proxy Statement/Prospectus shall be made without the approval of
Conectiv, which approval shall not be unreasonably withheld or delayed.

(b) Parent and Conectiv, as promptly as practicable following the execution of
this Agreement, shall each duly call, give notice of, convene and hold a meeting of its respective
stockholders (the "Conectiv Stockholders Meeting" and the "Parent Stockholders Meeting")
for the purpose of obtaining the Required Conectiv Vote and the Required Parent Vote with
respect to the transactions contemplated by this Agreement, shall each take all lawful action to
solicit proxies in favor ofthe adoption of this Agreement by the Required Conectiv Vote and the
Required Parent Vote and the Board of Directors of each party shall recommend adoption of this
Agreement by the stockholders of such party; provided that, the Board ofDirectors of Conectiv
shall not be required to solicit such proxies and shall not be required to make, or may withdraw,
modify or change, such recommendation if it shall have determined in good faith, after
consultation with outside legal counsel, that such action is reasonably necessary for such Board
ofDirectors to act in a manner consistent with its fiduciary duties under applicable law.

5.2. HoldCo Board of Directors. At or prior to the Effective Time, the Board
of Directors of HoldCo will take all action necessary to elect, effective immediately following
the Effective Time, to such Board ofDirectors at least two persons who were members of the
Conectiv Board of Directors prior to the Effective Time, chosen by the mutual agreement of
Parent and Conectiv.

5.3. Access to Information. Upon reasonable notice, (i) Conectiv shall (and
shall cause its Subsidiaries to) afford to the officers, employees, accountants, counsel, financial
advisors and other representatives of Parent reasonable access during normal business hours,
during the period prior to the Effective Time, to all its properties, books, contracts, commitments
and records and personnel (including Conectiv's environmental, health and safety personnel) and
(ii) Parent shall and shall cause its Subsidiaries to, afford to the officers, employees and
accountants, counsel, financial advisors and other representatives of Conectiv, reasonable access
to senior executives of Parent for the purpose of discussing Parent's business (with reasonable
access to the documents related thereto) during the period prior to the Effective Time. Each
party shall (and shall cause its Subsidiaries to) furnish promptly to the other party (a) a copy of
each report, schedule, registration statement and other document filed, published, announced or
received by it during such period pursuant to the requirements of Federal or state securities laws,
as applicable (other than documents which such party is not permitted to disclose under
applicable law), and (b) consistent with its legal obligations, all other information concerning its
business, properties and personnel as such other party may reasonably request (including Tax
Returns and related Tax information); provided, however, that either party may restrict the
foregoing access to the extent that (i) a Governmental Entity requires such party or any of its
Subsidiaries to restrict access to any properties or information or (ii) any law, treaty, rule or
regulation of any Governmental Entity applicable to such party requires such party or its
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Subsidiaries to restrict access to any properties or information. The parties will hold any such
information which is non-public in confidence to the extent required by, and in accordance with,
the provisions of the letters dated October 6, 2000 and January 19,2001 between Conectiv and
Parent (the "Confidentiality Agreements"). No investigation conducted pursuant to this
Section 5.3 shall affect or be deemed to modify any representation or warranty made in this
Agreement.

5.4. Reasonable Best Efforts. (a) Subject to the terms and conditions of this
Agreement, each party will, and cause its respective Subsidiaries to, use its reasonable best
efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary, proper or advisable under applicable laws and regulations to consummate the Mergers
and the other transactions contemplated by this Agreement as soon as practicable after the date
hereof. In furtherance and not in limitation of the foregoing, each party hereto agrees to make an
appropriate filing (and to share equally in the filing fees) of a Notification and Report Form
pursuant to the HSR Act with respect to the transactions contemplated hereby at a mutually
agreed time and to supply as promptly as practicable any additional information and
documentary material that may be requested pursuant to the HSR Act and to take all other
actions necessary to cause the expiration or termination of the applicable waiting periods under
the HSR Act as soon as practicable.

(b) Each ofParent and Conectiv shall, and shall cause its respective
Subsidiaries to, in connection with the efforts referenced in Section 5.4(a) to obtain all requisite
approvals and authorizations for the transactions contemplated by this Agreement under the HSR
Act or any other applicable law or regulation, use its best efforts to (i) make all appropriate
filings and submissions with any Goverrunental Entity that may be necessary, proper or
advisable under applicable laws or regulations in respect of any ofthe transactions contemplated
by this Agreement, (ii) cooperate in all respects with each other in connection with any such
filing or submission and in connection with any investigation or other inquiry, including any
proceeding initiated by a private party, (iii) promptly inform the other party of any
communication received by such party from, or given by such party to, the Antitrust Division of
the Department of Justice (the "DOJ") or any other Goverrunental Entity and of any material
communication received or given in connection with any proceeding by a private party, in each
case regarding any ofthe transactions contemplated hereby and (iv) permit the other party to
review any communication given by it to, and consult with each other in advance ofany meeting
or conference with, the DOJ or any such other Goverrunental Entity or, in connection with any
proceeding by a private party, with any other Person, and to the extent permitted by the DOJ or
such other applicable Goverrunenta1 Entity or other Person, give the other party the opportunity
to attend and participate in such meetings and conferences.

(c) In furtherance and not in limitation ofthe covenants of the parties
contained in Sections 5.4(a) and 5.4(b), if any administrative or judicial action or proceeding,
including any proceeding by a private party, is instituted (or threatened to be instituted)
challenging the transactions contemplated by this Agreement as violative of any applicable law,
regulation or agreement, each of Parent and Conectiv shall, and shall cause its respective
Subsidiaries to, cooperate in all respects with each other and use its reasonable best efforts to
contest and resist any such action or proceeding and to have vacated, lifted, reversed or
overturned any decree, judgment, injunction or other order, whether temporary, preliminary or
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pennanent, that is in effect and that prohibits, prevents or restricts consummation of the
transactions contemplated by this Agreement. Notwithstanding the foregoing or any other
provision of this Agreement, nothing in this Section 5.4 shal1limit a party's right to tenninate
this Agreement pursuant to Section 7.I(b) or 7.I(c) so long as such party has up to then complied
in al1 respects with its obligations under this Section 5.4.

(d) If any objections are asserted with respect to the transactions contemplated
hereby under any applicable law, regulation or agreement or if any suit is instituted (or
threatened to be instituted) by any Governmental Entity chal1enging any of the transactions
contemplated hereby as violative of any applicable law, regulation or agreement, each of Parent
and Conectiv shal1, and shal1 cause its respective Subsidiaries to, use its reasonable best efforts to
resolve any such objections or chal1enge as such Governmental Entity may have to such
transactions under such law, regulation or agreement so as to pennit consummation of the
transactions contemplated by this Agreement.

5.5. Acquisition Proposals. (a) Conectiv shal1 immediately cease any
existing discussions or negotiations, if any, with any parties conducted heretofore with respect to
any Acquisition Proposal (as defined below). Conectiv shaH not directly or indirectly, and it
shaH use its reasonable best efforts to cause its officers, directors, employees, representatives,
agents or affiliates, including any investment bankers, attorneys or accountants retained by
Conectiv or any of its Subsidiaries or affiliates, not to, (i) solicit, initiate, knowingly encourage
or otherwise facilitate any inquiries or the making of any proposal or offer with respect to a
merger, recapitalization, consolidation, business combination, sale of 15% or more of the
consolidated assets ofConectiv and its Subsidiaries, taken as a whole, sale of 15% or more. of the
shares of capital stock (including by way of a tender offer, share exchange or exchange offer) of
Conectiv or any of its Subsidiaries (whose assets constitute 15% or more of the consolidated
assets ofConectiv and its Subsidiaries, taken as a whole) or similar or comparable transactions.
involving Conectiv or any of its Subsidiaries, other than the transactions contemplated by this
Agreement and the dispositions pennitted under Section 4.1(f) of this Agreement (any such
proposal or offer (other than a proposal or offer made by Parent or an affiliate thereof or such
pennitted dispositions) being herein referred to as an "Acquisition Proposal"), or (ii) engage in
negotiations or discussions concerning, or provide any non-public infonnation to any Person or
entity relating to, any Acquisition Proposal. Notwithstanding any other provision of this
Agreement, the Board of Directors of Conectiv may furnish infonnation (pursuant to a
customary confidentiality agreement no more favorable, in the aggregate, to the party receiving
infonnation than the Confidentiality Agreement (it being understood that Conectiv may enter
into a confidentiality agreement without a standstill or with a standstill provision less favorable
to Conectiv if it waives or similarly modifies the standstill provision in the Confidentiality
Agreement)) to, or engage in discussions or negotiations with, any Person in response to an
unsolicited bona fide written Acquisition Proposal of such Person, if, and only to the extent that,
the Board of Directors of Conectiv detennines in good faith, after consultation with outside legal .
counsel, that such action is reasonably necessary for the Board of Directors to act in a manner
consistent with its fiduciary duties under applicable law. Nothing contained in this Section 5.5
shal1 prohibit Conectiv or its Board ofDirectors (i) from taking and disclosing to its stockholders
a position contemplated by Rule 14d-9 and Rule l4e-2(a) promulgated under the Exchange Act
or from making any legaHy required disclosure to the stockholders of Conectiv with regard to an
Acquisition Proposal or (ii) from taking any actions contemplated by Section 5.1(b) or 7.1 (f).
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5.6. Conectiv Stock Options; Employee Benefits Matters. (a) Options.
Conectiv shall take all action reasonably necessary so that, immediately prior to the Effective
Time, each outstanding stock option issued under the Conectiv Stock Option Plan shall become
vested and exercisable as of the Effective Time and shall, at the election of the holder thereof, be
either (i) canceled and the holder thereof shall be entitled to receive at the Effective Time from
Conectiv or as soon as practicable thereafter (but in no event later than 10 days after the
Effective Time) from HoldCo or Surviving Corporation B in consideration for such stock option
an amount in cash equal to (A) the excess, if any, ofthe Conectiv Common Stock Cash
Consideration under Section 1.8(b)(ii) over the exercise price per share previously subject to
such stock option, less any required withholding taxes, multiplied by (B) the number of shares of
Conectiv Common Stock subject to such stock option, or (ii) converted into an option to
purchase a number of shares of HoldCo Common Stock (a "Converted Option") equal to the
product of the number of shares ofConectiv Common Stock subject to such stock option and the
number of shares of HoldCo Common Stock equal to the Conectiv Common Stock Exchange
Ratio under Section 1.8(b)(ii) (provided that any fractional share resulting from such
multiplication shall be rounded up or down to the nearest whole share).· The terms and
conditions of the Converted Option shall remain the same as the terms and conditions of the
related stock option of Conectiv, except that the exercise price per share of each Converted
Option shall equal the exercise price per share of such stock option divided by the number of
shares of HoldCo Common Stock equal to the Conectiv Common Stock Exchange Ratio under
Section 1.8(b)(ii) (provided that such exercise price shall be rounded down to the nearest whole
cent). HoldCo shall take all corporate action necessary to reserve for issuance a sufficient
number of shares of HoldCo Common Stock for delivery upon exercise of the Converted
Options. HoldCo shall use its best efforts to cause the registration of the shares of HoldCo
Common Stock subject to the Converted Options to become effective as part of the Form S-4, or
on the same date as the Form S-4 is declared effective; and, thereafter, HoldCo shall file one or
more registration statements on appropriate forms with respect to shares of HoldCo Common
Stock subject to the Converted Options and shall use its best efforts to maintain the effectiveness
of such registration statement or registration statements for so long as the Converted Options
remain outstanding. Conectiv and HoldCo shall take all such steps as may be required to cause
the transactions contemplated by this Section 5.6 and any other dispositions ofConectiv equity
securities (including derivative securities) or acquisitions of HoldCo equity securities (including
derivative securities) in connection with this Agreement by each individual who (i) is a director
or officer of Conectiv or (ii) at the Effective Time will become a director or officer ofHoldCo to
become exempt under Rule 16b-3 promulgated under the Exchange Act. As soon as practicable
after the Effective Time, HoldCo shall deliver or cause to be delivered to each holder of
Converted Options an appropriate notice setting forth such holder's rights pursuant to the
Conectiv Stock Option Plan and agreements evidencing the grants of such Converted Options,
after giving effect to the transactions hereunder.

(b) Employment Related Obligations; Employee Benefits.

(i) Obligations of Parent; Comparability of Benefits. HoldCo shall, or
shall cause Surviving Corporation B to, assume all employment-related obligations and
agreements with respect to any current and former employees, directors and consultants
of Conectiv or any of its Subsidiaries ("Conectiv Employees") (including without
limitation (A) recognizing and, as required by law, bargaining with, or continuing to
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recognize and, as required by law, bargain with, the current exclusive collective
bargaining representatives and (B) honoring, or continuing to honor, all current collective
bargaining agreements), which obligations and agreements shall be performed in
accordance with their terms. In addition, each Benefit Plan listed in Section 3.1(p)(i) of
the Conectiv Disclosure Schedule shall be the obligation of HoldCo and Surviving
Corporation B at the Effective Time and, for at least two years thereafter, HoldCo shall,
or shall cause Surviving Corporation B to, provide each Conectiv Employee with a base
salary or wages, as applicable, at least equal to that provided to such Conectiv Employee
immediately prior to the Effective Time, and to provide benefits to Conectiv Employees
that are no less favorable than the benefits provided, in the aggregate, to Conectiv
Employees immediately prior to the Effective Time as set forth in Section 3.l(p)(i) of the
Conectiv Disclosure Schedule; provided, however, that for such two-year (or, if
applicable, such longer) period, each Conectiv Employee shall receive severance
payments and benefits no less favorable than those provided under the Conectiv
severance plans and policies as set forth in Section 3.1(p)(i) of the Conectiv Disclosure
Schedule in effect immediately prior to the Effective Time; provided, further, that
nothing contained in this Agreement shall entitle any Conectiv Employee to any
severance rights that are more favorable than those provided under the Conectiv
severance plans and policies set forth in Section 3. 1(p)(i) ofthe Conectiv Disclosure
Schedule, including, without limitation, increased eligibility to receive severance
payments or benefits or increased level or type of severance payments or benefits.
Notwithstanding the foregoing, nothing herein shall require the continuation of any
particular Benefit Plan of Conectiv or prevent the amendment or termination thereof
(subject to the maintenance of the benefits as provided in the preceding sentence and
subject to satisfaction of any legal duty to bargain with the collective bargaining
representatives of Conectiv Employees with respect to such matters); provided, however,
that for the two-year period following the Effective Time, HoldCo shall, or shall cause
Surviving Corporation B to, subject to the requirements of this Section 5.6(b)(i), honor
the terms of the Conectiv Supplemental Retirement Plan ("SERP") and the Conectiv
Deferred Compensation Plan ("DCP"), as well as any action taken by the Board of
Directors or the Personnel and Compensation Committee of Conectiv with respect to
such plans in accordance with section 4.1 (i) herein, without amendment or termination
(except for the substitution of stock ofParent for stock of Conectiv). In addition, in the
event the Personnel and Compensation Committee of Conectiv shall have determined, in
its discretion, to distribute benefits in accordance with the options previously selected by
each participant in each of the SERP and the DCP upon a participant's termination of
employment or service for any reason following the Effective Time, Parent, HoldCo or
Surviving Corporation B shall, to the extent Conectiv has not already done so, contribute
cash to a grantor trust or trusts (maintained by an institutional trustee independent of the
parties hereto), as soon as practicable after the Effective Time (but no more than 20 days
after the Effective Time), in an amount not less than the value, as of the Effective Time,
of all participants' benefits under the SERP and the DCP, respectively, as determined by
Towers Perrin.

(ii) Pre-Existing Limitations; Deductible; Service Credit. With respect
to any Benefit Plans in which Conectiv Employees participate after the Effective Time,
HoldCo shall, or shall cause Surviving Corporation B to: (A) to the extent satisfied or
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inapplicable under applicable Benefit Plans ofConectiv immediately prior to the
Effective Time, waive all limitations as to pre-existing conditions, exclusions and waiting
periods with respect to participation and coverage requirements applicable to Conectiv
Employees under any Benefit Plan in which such employees may be eligible to
participate after the Effective Time, (B) provide each Conectiv Employee with credit for
any co-payments and deductibles paid prior to participation in such Benefit Plan in
satisfying any applicable deductible or out-of-pocket requirements under any welfare
Benefit Plan in which such employees may be eligible to participate after the Effective
Time, and (C) recognize all service except to the extent such recognition would result in
duplication of benefits (unless such duplication is expressly contemplated in a plan,
agreement or other arrangement of, or approved by, RoldCo) ofConectiv Employees
with Conectiv and its current and former affiliates for all purposes (including, without
limitation, purposes of eligibility to participate, vesting credit, entitlement for benefits
and benefit accrual) in any Benefit Plan in which such employees may be eligible to
participate after the Effective Time, to the same extent taken into account under a
comparable Benefit Plan of Conectiv immediately prior to the Effective Time.

(iii) Change of Control. Conectiv and Parent agree that, fClr purposes
of the Benefit Plans ofConectiv set forth in Section 3. I (P)(vii) ofthe Conectiv
Disclosure Schedule (other than the Delmarva Sub-Plan of the Conectiv Retirement Plan,
as to which, before the Effective Time, subject to its fiduciary duties under applicable
law, the Board of Directors ofDP&L will take all actions reasonably necessary to ensure
that a "change of control" shall not be deemed to have occurred), the approval or
consummation of the transactions contemplated by this Agreement, as applicable, shall
constitute a "Change in Control", as applicable under such Conectiv Benefit Plans.

5.7. Fees and Expenses. Whether or not the Mergers are consummated, all
Expenses (as defined below) incurred in connection with this Agreement and the transactions
contemplated hereby shall be paid by the party incurring such Expenses, except (a) Expenses
incurred in connection with the filing, printing and mailing of the Proxy StatementIProspectus,
which shall be shared equally by Parent and Conectiv, and (b) as provided in Section 7.2 and
Section 5.4. As used in this Agreement, "Expenses" includes all out-of-pocket expenses
(including all fees and expenses of counsel, accountants, investment bankers, experts and
consultants to a party hereto and its affiliates) incurred by a party or on its behalf in connection
with or related to the authorization, preparation, negotiation, execution and performance of this
Agreement and the transactions contemplated hereby, including the preparation, printing, filing
and mailing of the Proxy StatementlProspectus and the solicitation of stockholder approvals and
all other matters related to the transactions contemplated hereby.

5.8. Directors' and Officers' Indemnification and Insurance. (a) After the
Effective Time through the sixth anniversary ofthe Effective Time, RoldCo and Surviving
Corporation B shall, jointly and severally, indemnify and hold harmless each present (as of the
Effective Time) or former officer, director or employee of Conectiv and its Subsidiaries (the
"Indemnified Parties"), against all claims, losses, liabilities, damages, judgments, fines and
reasonable fees, costs and expenses (including attorneys' fees and expenses) incurred in
connection with any claim, action, proceeding or investigation, whether civil, criminal,
administrative or investigative, arising out of or pertaining to (i) the fact that the Indemnified
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Party is or was an officer, director or employee of Conectiv or any of its Subsidiaries or
(ii) matters existing or occurring at or prior to the Effective Time (including this Agreement and
the transactions and actions contemplated hereby), whether asserted or claimed prior to, at or
after the Effective Time, to the fullest extent permitted under applicable law; provided that no
Indemnified Party may settle any such claim without the prior approval of HoldCo (which
approval shall not be unreasonably withheld or delayed). Each Indemnified Party will be entitled
to advancement of expenses incurred in the defense of any claim, action, proceeding or
investigation from HoldCo or Surviving Corporation B within ten Business Days of receipt by
HoldCo or Surviving Corporation B from the Indemnified Party of a request therefor; provided
that any person to whom expenses are advanced provides an undertaking, to the extent required
by the DGCL, to repay such advances if it is ultimately determined that such person is not
entitled to indemnification.

(b) HoldCo shall cause Surviving Corporation B to maintain in effect (i) in its
certificate of incorporation and by-laws for a period of six years after the Effective Time, the
current provisions regarding elimination of liability of directors and indemnification of, and
advancement of expenses to, officers, directors and employees contained in the certificate of
incorporation and by-laws ofConectiv and (ii) at the election of HoldCo, for a period of six years
after the Effective Time, (A) maintain in effect the current policies of directors' and officers'
liability insurance and fiduciary liability insurance maintained by Conectiv (Provided that
Surviving Corporation B may substitute therefor policies of at least the same coverage and
amounts containing terms and conditions which are, in the aggregate, no less advantageous to the
insured) with respect to claims arising from facts or events that occurred on or before the
Effective Time; provided, however, that in no event shall Surviving Corporation B be required to
expend in anyone year an amount in excess of200% of the annual premiums currently paid by
Conectiv for such insurance; and, provided, further, that if the annual premiums of such
insurance coverage exceed such amount, Surviving Corporation B shall be obligated to obtain a
policy with the greatest coverage available for a cost not exceeding such amount or (B) provide
tail coverage for such persons covered by current policies of directors' and officers' liability
insurance and fiduciary liability insurance maintained by Conectiv which tail coverage shall
provide coverage for a period of six years for acts prior to the Effective Time on terms no less
favorable than the terms of such current insurance coverage.

(c) Notwithstanding anything herein to the contrary, if any claim, action,
proceeding or investigation (whether arising before, at or after the Effective Time) is made
against any Indemnified Party on or prior to the sixth anniversary of the Effective Time, the
provisions of this Section 5.8 shall continue in effect until the final disposition of such claim,
action, proceeding or investigation.

(d) In the event that Surviving Corporation B or any of its successors or
assigns (i) consolidates with or merges into any other Person and shall not be the continuing or
surviving corporation or entity of such consolidation or merger or (ii) transfers or conveys all or
substantially all of its properties and assets to any Person, then, and in each such case, proper
provision shall be made so that the successors or assigns of Surviving Corporation B shall
succeed to the obligations set forth in Section 5.6 and this Section 5.8.
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5.9. Public Auuouucemeuts. Conectiv and Parent shall cooperate to develop
a joint communications plan and cooperate (i) to ensure that all press releases and other public
statements with respect to the transactions contemplated hereby shall be consistent with such
joint communications plan, and (ii) unless otherwise required by applicable law or by obligations
pursuant to any listing agreement with or rules of any securities exchange, to consult with each
other before issuing any press release or otherwise making any public statement with respect to
this Agreement or the transactions contemplated hereby.

5.10. Accountants' Letters. Upon reasonable notice from the other, Conectiv
and Parent shall use best efforts to cause their respective representatives of
PricewaterhouseCoopers LLP to deliver to Conectiv or Parent, as the case may be, a letter, dated
within two Business Days ofthe date the Form S-4 is declared effective covering such matters as
are requested by Parent or Conectiv, as the case may be, and as are customarily addressed in
accountant's "comfort" letters. In connection with Conectiv's efforts to obtain such letter, if
requested by PricewaterhouseCoopers LLP, Parent shall provide a representation letter to
PricewaterhouseCoopers LLP complying with the Statement on Auditing Standards No. 72
promulgated by the American Institute of Certified Public Accountants ("SAS 72"), ifthen
required. In connection with Parent's efforts to obtain such letter, if requested by
PricewaterhouseCoopers LLP, Conectiv shall provide a representation letter to
PricewaterhouseCoopers LLP complying with SAS 72, if then required.

5.11. Listing of Shares of HoldCo Common Stock. HoldCo shall use its best
efforts to cause the shares ofHoldCo Common Stock to be issued in connection with the
Mergers and the shares of HoldCo Common Stock to be reserved for issuance upon exercise of
Conectiv Stock Options to be approved for listing, upon official notice of issuance, on the
NYSE.

5.12. Significant Presence; Community Support. After the Effective Time,
Parent intends that Surviving Corporation B shall maintain a significant presence in Wilmington,
Delaware. After the Effective Time, Surviving Corporation B shall provide charitable
contributions and community support within the service areas ofConectiv and its Subsidiaries at
comparable levels of charitable contributions and community support as have beenprovided by
Conectiv and its Subsidiaries within their service areas.

5.13. Parent Share Repurchase Program. Parent represents and warrants that
its Board of Directors has authorized the repurchase of up to $450 million ofParent Common
Stock. Parent agrees that it shall not rescind, nor modify in an adverse manner to Conectiv, such
program prior to the Effective Time. Parent agrees to implement such program in good faith
consistent with past practices and subject to its reasonable business judgment.

5.14. Conveyance Taxes. Conectiv and Parent shall cooperate in the
preparation, execution and filing of all returns, questionnaires, applications or other documents
regarding any real property transfer or gains, sales, use, transfer, value added, stock transfer and
stamp Taxes, any transfer, recording, registration and other fees and any similar Taxes which
become payable in connection with the transactions contemplated by this Agreement that are
required or permitted to be paid on or before the Effective Time. If the Parent Merger is
consummated, the Surviving Corporation A shall pay, or cause to be paid, any and all property or

01851 Q-OOOZ·OI623-NY01.2056703.4 12/24/011:13 PM



49

transfer taxes imposed on Parent or its Subsidiaries and any real property transfer Tax imposed
on any holder of shares of capital stock of Parent resulting from the Parent Merger; and if the
Conectiv Merger is consummated, the Surviving Corporation B shall pay, or cause to be paid,
any and all property or transfer Taxes imposed on Conectiv or its Subsidiaries and any real
property transfer Tax imposed on any holder of shares of capital stock of Conectiv resulting from
the Conectiv Merger.

ARTICLE VI

CONDITIONS PRECEDENT

6.1. Conditions to Each Party's Obligation to Effect the Mergers. The
obligations ofConectiv and Parent to effect the Mergers are subject to the satisfaction or waiver
on or prior to the Closing Date of the following conditions:

(a) Conectiv Stockholder Approval. Conectiv shall have obtained the
Required Conectiv Vote for the adoption of this Agreement by the stockholders ofConectiv.

(b) Parent Stockholder Approval. Parent shall have obtained the Required
Parent Vote for the adoption of this Agreement by the stockholders of Parent.

(c) No Injunctions or Restraints; Illegality. No federal, state, local or foreign,
if any, law, statute, regulation, code, ordinance or decree shall have been adopted or
promulgated, and no temporary restraining order, preliminary or permanent injunction or other
order issued by a court or other Govermnental Entity of competent jurisdiction shall be in effect,
having the effect ofmaking the Mergers illegal or otherwise prohibiting consummation of the
Mergers; provided, however, that the provisions of this Section 6.1 (c) shall not be available to
any party whose failure to fulfill its obligations pursuant to Section 5.4 shall have been the cause
of, or shall have resulted in such order or injunction.

(d) Statutory Approvals. The Conectiv Required Statutory Approvals and the
Parent Required Statutory Approvals shall have been obtained at or prior to the Effective Time,
such approvals shall have become Final Orders and no Final Order shall impose terms or
conditions that would reasonably be expected to result in a Material Adverse Effect on HoldCo
(giving effect to the Mergers). "Final Order" means action by the relevant Govermnental Entity
that has not been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to
which any waiting period prescribed by law before the transactions contemplated hereby may be
consummated has expired (but without the requirement for expiration of any applicable rehearing
or appeal period), and as to which all conditions to the consummation of such transactions
prescribed by law, regulation or order have been satisfied. Any reference in this Agreement to
the "obtaining" of any such approvals shall mean making such declarations, filings, registrations,
giving such notice, obtaining such authorizations, orders, consents, permits or approvals and
having such waiting periods expire as are, in each case, necessary to avoid a violation oflaw.

(e) HSR Act. The waiting period (and any extension thereof) applicable to
the Mergers under the HSR Act shall have been terminated or shall have expired.
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(f) NYSE Listing. The shares of HoldCo Common Stock to be issued in
connection with the Mergers and such other shares to be reserved for issuance in connection with
the Mergers shall have been approved upon official notice of issuance for listing on NYSE.

(g) Effectiveness of the Form S-4. The Form S-4 shall have been declared
effective by the SEC under the Securities Act. No stop order suspending the effectiveness of the
Form S-4 shall have been issued by the SEC and no proceedings for that purpose shall have been
initiated or threatened by the SEC.

6.2. Additional Conditions to Obligations of Parent. The obligations of
Parent to effect the Mergers are subject to the satisfaction of, or waiver by Parent, on or prior to
the Closing Date of the following additional conditions:

(a) Representations and Warranties. The representations and warranties of
Conectiv in this Agreement that are qualified as to Material Adverse Effect shall be true and
correct and those not so qualified shall be true and correct in all material respects in each case as
of the Closing Date as though made on the Closing Date, except to the extent such
representations and warranties expressly relate to an earlier date (in which case such
representations and warranties qualified as to Material Adverse Effect shall be true and correct,
and those not so qualified shall be true and correct in all material respects, on and as of such
earlier date); provided that this paragraph (a) shall be deemed satisfied so long as the failure of
all such representations and warranties which are not qualified as to Material Adverse Effect to
be so true and correct, in the aggregate, has not had or would not reasonably be expected to have
a Material Adverse Effect; and Parent shall have received a certificate of the chief executive
officer or the chief financial officer of Conectiv to such effect.

(b) Performance of Obligations of Conectiv. Conectiv shall have performed
or complied in all material respects with all material agreements and covenants required to be
performed by it under this Agreement at or prior to the Closing Date; and Parent shall have
received a certificate of the chief executive officer or the chief financial officer of Conectiv to
such effect.

(c) Tax Opinion. Parent shall have received from LeBoeuf, Lamb, Greene &
MacRae, L.L.P., counsel to Parent, on the Closing Date, a written opinion dated as of such date
to the effect that the Mergers, taken together, will be treated for federal income tax purposes as
transactions described in Section 351 of the Code. In rendering such opinion, counsel to Parent
shall be entitled to rely upon representations of officers of Parent and Conectiv in form and
substance reasonably satisfactory to such counsel.

(d) Conectiv Material Adverse Effect. Except as set forth in the Conectiv
Disclosure Schedules or in the Conectiv SEC Reports filed prior to the date ofthis Agreement,
no Material Adverse Effect on Conectiv shall have occurred and there shall exist no fact or
circumstance which would reasonably be expected to have a Material Adverse Effect on
Conectiv.

(e) Conectiv Specified Approvals. The Conectiv Required Statutory
Approvals identified in Items 2 and 5 of Section 3.1 (d)(iii) of the Conectiv Disclosure Schedule
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(the "Specified Approvals") shall have been obtained, and with respect to the Specified
Approvals such approvals shall have become Final Orders and no such Final Order shall impose
terms and conditions that would reasonably be expected to result in a Material Adverse Effect on
Conectiv.

6.3. Additional Conditions to Obligations of Conectiv. The obligations of
Conectiv to effect the Mergers are subject to the satisfaction of, or waiver by Conectiv, on or
prior to the Closing Date of the following additional conditions:

(a) Representations and Warranties. The representations and warranties of
Parent in this Agreement that are qualified as to Material Adverse Effect shall be true and correct
and those not so qualified shall be true and correct in all material respects in each case as of the
Closing Date as though made on the Closing Date, except to the extent such representations and
warranties expressly relate to an earlier date (in which case such representations and warranties
qualified as to Material Adverse Effect shall be true and correct, and those not so qualified shall
be true and correct in all material respects, on and as of such earlier date); provided that this
paragraph (a) shall be deemed to be satisfied so long as the failure of all such representations and
warranties which are not qualified as to Material Adverse Effect to be so true and correct, in the
aggregate, has not had or would not reasonably be expected to have a Material Adverse Effect,
and Conectiv shall have received a certificate of the chief executive officer or the chief financial
officer of Parent to such effect.

(b) Performance of Obligations of Parent. Parent shall have performed or
complied in all material respects with all material agreements and covenants required to be
performed by it under this Agreement at or prior to the Closing Date, and Conectiv shall have
received a certificate of the chief executive officer or the chief financial officer of Parent to such
effect.

(c) Tax Opinion. Conectiv shall have received from Simpson Thacher &
Bartlett, counsel to Conectiv, on the Closing Date, a written opinion dated as of such date to the
effect that the Mergers, taken together, will be treated for federal income tax purposes as a
transaction described in Section 351 ofthe Code. In rendering such opinion, counsel to Conectiv
shall be entitled to rely upon representations of officers of Parent and Conectiv in form and
substance reasonably satisfactory to such counsel.

(d) Parent Material Adverse Effect. Except as set forth in the Parent
Disclosure Schedules or in the Parent SEC Reports filed prior to the date of this Agreement, no
Material Adverse Effect on Parent shall have occurred and there shall exist no fact or
circumstance which would reasonably be expected to have a Material Adverse Effect on Parent.

ARTICLE VII

TERMINATION AND AMENDMENT

7.1. Termination. This Agreement may be terminated at any time prior to the
Effective Time, by action taken or authorized by the Board of Directors ofthe terminating party
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or parties, and except as provided below, whether before or after approval of the matters
presented in connection with the Mergers by the stockholders of Conectiv or Parent:

(a) By mutual written consent of Parent and Conectiv, by action of their
respective Boards of Directors;

(b) By either Conectiv or Parent if the Effective Time shall not have occurred
on or before the 18 month anniversary date of the date of this Agreement (the "Termination
Date"); provided, however, that the right to terminate this Agreement under this Section 7.1 (b)
shall not be available to any party whose failure to fulfill any obligation under this Agreement
(including without limitation Section 5.4) has to any extent been the cause of, or resulted in, the
failure ofthe Effective Time to occur on or before the Termination Date; provided, further, that
if, on such anniversary date, (i) the condition set forth in Section 6.l(d) has not been satisfied or
waived, (ii) all of the other conditions to the consummation of the Mergers set forth in Article VI
have been satisfied or waived or can readily be satisfied and (iii) any approvals required in order
for the condition set forth in Section 6.1(d) to be satisfied that have not yet been obtained are
being pursued diligently and in good faith, then the Termination Date shall, without any action
by any of the parties, be extended to the date that is six months after such anniversary date;

(c) By either Conectiv or Parent if any Governmental Entity shall have issued
an order, decree or ruling or taken any other action (which the parties shall have used reasonable
best efforts to resist, resolve or lift, as applicable, in accordance with Section 5.4) permanently
restraining, enjoining or otherwise prohibiting the transactions contemplated by this Agreement,
and such order, decree, ruling or other action shall have become final and nonappealable;
provided, however, that the right to terminate this Agreement under this Section 7.l(c) shall not
be available to any party whose failure to comply with Section 5.4 has to any extent been the
cause of such action or inaction;

(d) By either Conectiv or Parent (i) if the Required Conectiv Vote shall not
have been obtained by reason of the failure to obtain the Required Conectiv Vote upon the taking
of such vote at a duly held meeting of stockholders of Conectiv, or at any adjournment thereof or
(ii) ifthe Required Parent Vote shall not have been obtained by reason of the failure to obtain the
Required Parent Vote upon the taking of such vote at a duly held meeting of stockholders of
Parent, or at any adjournment thereof;

(e) By Parent (i) if the Board of Directors ofConectiv (A) shall withdraw, or
modify in any manner adverse to Parent, the Conectiv Board Approval, (B) shall approve or
recommend an Acquisition Proposal or (C) shall resolve to take any of the actions specified in
clauses (A) or (B) above or (ii) ifthere shall have occurred a material breach of the
representations, warranties, covenants or agreements of Conectiv contained in this Agreement
such that the conditions set forth in Sections 6.2(a) and (b) would not be satisfied by the
Termination Date and such breach shall not have been remedied within 30 Business Days after
receipt by Conectiv of notice in writing by Parent, specifying the nature of such breach and
requesting that it be remedied; provided, that Parent shall not have the right to terminate this
Agreement pursuant to this Section 7. 1(e)(ii) if Parent, HoldCo, Merger Sub A or Merger Sub B
is then in material breach of any of its representations, warranties, covenants or agreements
contained in this Agreement;
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(f) By Conectiv (i) if the Board of Directors ofConectiv shall approve a
Superior Proposal; provided, however, that, prior to any such approval, Conectiv shall, and shall
cause its financial and legal advisors to, provide Parent with a reasonable opportunity (not to
exceed a period of three Business Days unless otherwise agreed in writing) to make adjustments
in the terms and conditions of this Agreement sufficient to cause the Board of Directors of
Conectiv to determine that such Superior Proposal no longer constitutes a Superior Proposal;
provided, however, that it shall be a condition to termination by Conectiv pursuant to this
Section 7.1(f)(i) that Conectiv shall have made the payment of the Conectiv Termination Fee to
Parent required by Section 7.2(b) or (ii) if there shall have occurred a material breach of the
representations, warranties, covenants or agreements of Parent, Merger Sub A, Merger Sub B
and HoldCo contained in this Agreement such that the conditions set forth in Sections 6.3(a) and
(b) would not be satisfied by the Termination Date and such breach shall not have been remedied
within 30 Business Days after receipt by Parent of notice in writing by Conectiv, specifying the
nature of such breach and requesting that it be remedied; provided, that Conectiv shall not have
the right to terminate this Agreement pursuant to this Section 7. 1(f)(ii) ifConectiv is then in
material breach of any of its representations, warranties, covenants or agreements contained in
this Agreement;

(g) By Conectiv if the Board of Directors of Parent shall withdraw, or modify
in any manner adverse to Conectiv, the Parent Board Approval or shall resolve to take any such
actions; and

(h) . By Conectiv at any time during the three-Business Day period
commencing on the date on which the Average Final Price has been determined, ifthe Average
Final Price is less than $16.50, subject, however, to the following: (A) if Conectiv elects to
exercise its termination right pursuant to this Section 7.1 (h), it shall give Parent written notice of
its intention to terminate (the "Termination Notice"), which termination shall be effective at the
close ofbusiness on the second Business Day following the delivery ofthe Termination Notice
(which Termination Notice may be withdrawn by Conectiv at any time prior to the effectiveness
of such termination), (B) prior to the effectiveness of the termination ofthis Agreement pursuant
to clause (A), Parent shall have the option (the "Option"), by giving Conectiv written notice to
such effect, of either (x) adjusting (i) the Conectiv Common Stock Exchange Ratio to equal the
quotient determined by dividing $21.15 by the Average Final Price and (ii) the Class A Stock
Exchange Ratio to equal the quotient determined by dividing $18.35 by the Average Final Price,
or (y) paying (i) under Section 1.8(b)(ii)(A)(y), the Conectiv Common Stock Share
Consideration consisting of shares of HoldCo Common Stock equal to the Conectiv Common
Stock Exchange Ratio and cash (the "Conectiv Common Stock Cash Top-Up") equal to the
difference between $21.15 and the Conectiv Common Stock Exchange Ratio multiplied by the
Average Final Price, and (ii) under Section 1.8(b)(ii)(B)(y), the Class A Share Consideration
consisting of shares of HoldCo Common Stock equal to the Class A Stock Exchange Ratio and
cash (the "Class A Stock Cash Top-Up") equal to the difference between $18.35 and the Class
A Stock Exchange Ratio multiplied by the Average Final Price or (z) any combination of
adjusting the amount of stock consideration pursuant to clause (x) or paying additional cash
consideration pursuant to clause (y) (such combination to be in the same proportion with respect
to the Conectiv Common Stock and the Class A Stock) provided that the sum of (I) the Conectiv
Common Stock Cash Top-Up and (II) the Conectiv Common Stock Exchange Ratio, as adjusted,
multiplied by the Average Final Price, equals $21.15, and that the sum of (III) the Class A Stock
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Cash Top-Up and (IV) the Class A Stock Exchange Ratio, as adjusted, multiplied by the Average
Final Price, equals $18.35 and (C) if Parent exercises the Option, then this Agreement shall not
terminate pursuant to this Section 7.1 (h) and this Agreement shall remain in effect in accordance
with its terms (except as modified pursuant to this Section 7.I(h)), and any references in this
Agreement to the terms "the Conectiv Common Stock Exchange Ratio", "the Class A Stock
Exchange Ratio", "the Conectiv Common Stock Share Consideration" and "the Class A Share
Consideration" shall thereafter be deemed to refer to such terms, as modified pursuant to this
Section 7.1 (h).

7.2. Effect of Termination. In the event of termination of this Agreement by
either Conectiv or Parent as provided in Section 7.1, this Agreement shall forthwith become void
and there shall be no liability or obligation on the part of Parent or Conectiv or their respective
officers or directors except with respect to the third sentence of Section 5.3, Section 5.7, this
Section 7.2 and Article VIII; provided, however, that nothing herein shall relieve any party from
liability for the willful breach of any of its representations, warranties, covenants or agreements
set forth in this Agreement.

(b) Parent and Conectiv agree that Conectiv shall pay to Parent the sum of
$60 million (the "Conectiv Termination Fee") solely as follows: (i) if Conectiv shall terminate
this Agreement pursuant to Section 7.1 (f)(i), or (ii) if (A) Conectiv or Parent shall terminate this
Agreement pursuant to Section 7.1 (d)(i) due to the failure ofConectiv's stockholders to adopt
this Agreement, (B) at any time after the date ofthis Agreement and at or before the time of the
Conectiv Stockholders Meeting, a bona fide Acquisition Proposal shall have been made public
and not been withdrawn and (C) within 12 months of the termination of this Agreement,
Conectiv enters into a definitive agreement with a third party with respect to an Acquisition
Proposal (which is subsequently consummated) or an Acquisition Proposal is consummated, or
(iii) if Parent shall terminate this Agreement pursuant to Section 7. I(e)(i) (unless the action of
the Board of Directors of Conectiv giving rise to such termination right was caused by Parent
entering into a definitive agreement with respect to a merger, recapitalization, consolidation,
business combination, sale of substantially all assets, tender offer, exchange offer, share
exchange or similar transaction involving Parent (a "Parent Transaction") which could
reasonably be expected to materially delay or impede the consummation of the Mergers)
(provided that, for purposes of clause (ii) of this Section 7.2(b), the term Acquisition Proposal
shall have the meaning assigned to such term in Section 5.5 except that the references to "15% or
more" in the definition of "Acquisition Proposal" shall each be deemed to be a reference to "35%
or more").

(c) Conectiv and Parent agree that Parent shall pay to Conectiv the sum of
$60 million (the "Parent Termination Fee") solely as follows: (i) if Conectiv shall terminate
this Agreement pursuant to Section 7.I(g), or (ii) if (A) Conectiv or Parent shall terminate this
Agreement pursuant to Section 7.I(d)(ii) due to the failure of the stockholders ofParent to adopt
this Agreement, (B) at any time after the date of this Agreement and at or before the time of the
Parent Stockholders Meeting, a bona fide proposal with respect to a Parent Transaction shall
have been made public and not withdrawn and (C) within 12 months ofthe termination of this
Agreement, Parent enters into a definitive agreement with a third party with respect to a Parent
Transaction (which is subsequently consummated) or a Parent Transaction is consummated.
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(d) The Conectiv Termination Fee required to be paid pursuant to clause (i) of
Section 7.2(b) shall be made prior to, and shall be a pre-condition to the effectiveness of, the
termination of this Agreement by Conectiv pursuant to Section 7.1 (f)(i). The Conectiv
Termination Fee required to be paid pursuant to clause (ii) of Section 7.2(b) shall be made to
Parent not later than five Business Days after the consummation of the applicable Acquisition
Proposal. The Conectiv Termination Fee required to be paid pursuant to clause (iii) ofSection
7.2(b) shall be made to Parent not later than five Business Days after the termination of this
Agreement.

(e) The Parent Termination Fee required to be paid pursuant to clause (i) of
Section 7.2(c) shall be made to Conectiv not later than five Business Days after the termination
of this Agreement. The Parent Termination Fee required to be paid pursuant to clause (ii) of
Section 7.2(c) shall be made to Conectiv not later than five Business Days after the
consummation of the applicable Parent Transaction.

(f) All payments under this Section 7.2 shall be made by wire transfer of
immediately available funds to an account designated by the party entitled to receive payment.

7.3. Amendment. This Agreement may be amended by the parties hereto, by
action taken or authorized by their respective Boards of Directors, at any time before or after
approval of the matters presented in connection with the Mergers by the stockholders of
Conectiv, Parent, Merger Sub A and Merger Sub B, but, after any such approval, no amendment
shall be made which by law or in accordance with the rules of any relevant stock exchange
requires further approval by such stockholders without such further approval. This Agreement
may not be amended except by an instrument in writing signed on behalf of each ofthe parties
hereto.

7.4. Extension; Waiver. At any time prior to the Effective Time, the parties
hereto, by action taken or authorized by their respective Boards of Directors, may, to the extent
legally allowed, (i) extend the time for the performance of any ofthe obligations or other acts of
the other parties hereto, (ii) waive any inaccuracies in the representations and warranties
contained herein or in any document delivered pursuant hereto and (iii) waive compliance with
any of the agreements or conditions contained herein. Any agreement on the part of a party
hereto to any such extension or waiver shall be valid only if set forth in a written instrument
signed on behalf of such party. The failure of any party to this Agreement to assert any of its
rights under this Agreement or otherwise shall not constitute a waiver ofthose rights.

ARTICLE VIII

GENERAL PROVISIONS

8.1. Non-Survival of Representations, Warranties and Agreements. None
of the representations, warranties, covenants and other agreements in this Agreement or in any
instrument delivered pursuant to this Agreement, including any rights arising out of any breach
of such representations, warranties, covenants and other agreements, shall survive the Effective
Time, except for those covenants and agreements contained herein and therein that by their terms
apply or are to be performed in whole or in part after the Effective Time and this Article VIII.
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Nothing in this Section 8.1 shall relieve any party for any breach of any representation, warranty,
covenant or other agreement in this Agreement occurring prior to termination.

8.2. Notices. All notices and other communications hereunder shall be in
writing and shall be deemed duly given (a) on the date of delivery if delivered personally, or by
telecopy or telefacsimile, upon confirmation ofreceipt, (b) on the first Business Day following
the date of dispatch if delivered by a recognized next-day courier service, or (c) on the tenth
Business Day following the date of mailing if delivered by registered or certified mail, return
receipt requested, postage prepaid. All notices hereunder shall be delivered as set forth below, or
pursuant to such other instructions as may be designated in writing by the party to receive such
notice:

(a) if to Parent or HoldCo, to

Potomac Electric Power Company
1900 Pennsylvania Avenue, N.W.
Washington, D.C. 20068
Fax: (202) 331-6485
Attention: Chief Executive Officer

with a copy to

LeBoeuf, Lamb, Greene & MacRae, L.L.P.
125 West 55th Street
New York, NY 10019
Fax: (212) 424-8500
Attention: William S. Lamb, Esq.

(b) if to Conectiv to

Conectiv
800 King Street
Wilmington, Delaware 19899
Fax: (302) 429-3367
Attention: Chief Executive Officer

with a copy to

Simpson Thacher & Bartlett
425 Lexington Avenue
New York, New York 10017-3954
Fax: (212) 455-2502
Attention: James M. Cotter and Casey Cogut

8.3. Interpretation. When a reference is made in this Agreement to Sections,
Exhibits or Schedules, such reference shall be to a Section of or Exhibit or Schedule to this
Agreement unless otherwise indicated. The table of contents and headings contained in this
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Agreement are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement. Whenever the words "include", "includes" or "including" are
used in this Agreement, they shall be deemed to be followed by the words "without limitation".

8.4. Counterparts. This Agreement may be executed in one or more
counterparts, all of which shall be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties and delivered to
the other parties, it being understood that the parties need not sign the same counterpart.

8.5. Entire Agreement; Third Party Beneficiaries. (a) This Agreement
constitutes the entire agreement and supersedes all prior agreements and understandings, both
written and oral, among the parties with respect to the subject matter hereof, other than the
Confidentiality Agreements, which shall survive the execution and delivery of this Agreement.

(b) This Agreement shall be binding upon and inure solely to the benefit of
each party hereto, and nothing in this Agreement, express or implied, is intended to or shall
confer upon any other Person any right, benefit or remedy of any nature whatsoever under or by
reason of this Agreement, other than Section 5.6 and Section 5.8 (which is intended to be for the
benefit of the Persons covered thereby and may be enforced by such Persons).

8.6. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
DELAWARE.

8.7. Severability. If any term or other provisionof this Agreement is invalid,
illegal or incapable of being enforced by any law or public policy, all other terms and provisions
of this Agreement shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any party. Upon such determination that any term or other provision is invalid, illegal
or incapable ofbeing enforced, the parties hereto shall negotiate in good faith to modify this
Agreement so as to effect the original intent of the parties as closely as possible in an acceptable
manner in order that the transactions contemplated hereby are consummated as originally
contemplated to the greatest extent possible.

8.8. Assignment. Neither this Agreement nor any of the rights, interests or
obligations hereunder shall be assigned by any of the parties hereto, in whole or in part (whether
by operation oflaw or otherwise), without the prior written consent of the other parties, and any
attempt to make any such assignment without such consent shall be null and void. Subject to the
preceding sentence, this Agreement will be binding upon, inure to the benefit of and be
enforceable by the parties and their respective successors and assigns.

8.9. Submission to Jurisdiction; Waivers. Each of HoldCo, Parent, Merger
Sub A, Merger Sub B and Conectiv irrevocably agrees that any legal action or proceeding with
respect to this Agreement or for recognition and enforcement of any judgment in respect hereof
brought by any party hereto or its successors or assigns may be brought and determined in the
Chancery or other Courts of the State of Delaware, or in the United States Courts in or for the
District of Delaware, in each case having subject matter jurisdiction, and each of HoldCo, Parent,
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Merger Sub A, Merger Sub Band Conectiv hereby irrevocably submits with regard to any such
action or proceeding for itself and in respect to its property, generally and unconditionally, to the
nonexclusive jurisdiction of the aforesaid courts. Each of HoldCo, Parent, Merger Sub A,
Merger Sub B and Conectiv hereby irrevocably waives, and agrees not to assert, by way of
motion, as a defense, counterclaim or otherwise, in any action or proceeding with respect to this
Agreement, (a) any claim that it is not personally subject to the jurisdiction of the above-named
courts for any reason other than the failure to serve process in accordance with this Section 8.9,
(b) that it or its property is exempt or immune from jurisdiction of any such court or from any
legal process commenced in such courts (whether through service of notice, attachment prior to
judgment, attachment in aid of execution ofjudgment, execution ofjudgment or otherwise) and
(c) to the fullest extent permitted by applicable law, that (i) the suit, action or proceeding in any
such court is brought in an inconvenient forum, (ii) the venue of such suit, action or proceeding
is improper and (iii) this Agreement, or the subject matter hereof, may not be enforced in or by
such courts. This Agreement does not involve less than $100,000, and the parties intend that 6
Del.C. §2708 shall apply to this Agreement.

8.10. Enforcement. The parties agree that irreparable damage would occur in
the event that any of the provisions of this Agreement were not performed in accordance with
their specific terms. It is accordingly agreed that the parties shall be entitled to specific
performance of the terms hereof, this being in addition to any other remedy to which they are
entitled at law or in equity.

8.11. Definitions. As used in this Agreement:

(a) "Benefit Plans" means, with respect to any Person, each employee benefit
plan, program, arrangement and contract (including any "employee benefit plan," as defined in
Section 3(3) of ERISA, and any bonus, deferred compensation, stock bonus, stock purchase,
restricted stock, stock option, employment, termination, stay agreement or bonus, change in
control and severance plan, program, arrangement and contract) in effect on the date of this
Agreement that covers current or former employees, consultants or directors of such Person or
any of its Subsidiaries, to which such Person or its Subsidiary is a party, which is maintained or
contributed to by such Person, or with respect to which such Person could incur material liability
under Section 4069, 4201 or 4212(c) of ERISA.

(b) "Board of Directors" means the Board of Directors of any specified
Person and any committees thereof.

(c) "Business Day" means any day on which banks are not required or
authorized to close in The City ofNew York.

(d) "knowledge" when used with respect to any party means the knowledge,
after reasonable investigation, of any executive officer of such party.

(e) "Material Adverse Effect" means, with respect to any entity, any change
or effect that would be materially adverse to the business, financial condition or results of
operations of such entity and its subsidiaries taken as a whole, other than any change or effect
resulting from (i) changes in economic conditions, (ii) the announcement and performance of this
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Agreement and the transactions contemplated hereby and compliance with the covenants set
forth herein, (iii) changes or developments in the industries in which such entity and its
subsidiaries operate, (iv) any failure to consummate the transactions contemplated by any of the
agreements identified in Section 8.1 I(e)(iv) of the Conectiv Disclosure Schedule or (v) any other
item identified in Section 8.1 I(e)(v) of the Conectiv Disclosure Schedule.

(f) "the other party" means, with respect to Conectiv, Parent and means,
with respect to Parent, Conectiv.

(g) "Person" means an individual, corporation, limited liability company,
partnership, association, trust, unincorpdrated organization, other entity or group (as defined in
the Exchange Act).

(h) "Subsidiary" when used with respect to any party means any corporation
or other organization, whether incorporated or unincorporated, (i) of which such party or any
other Subsidiary of such party is a general partner (excluding partnerships, the general
partnership interests of which held by such party or any Subsidiary of such party do not have a
majority ofthe voting interests in such partnership), (ii) at least a majority of the securities or
other interests of which have by their terms ordinary voting power to elect a majority of the
Board ofDirectors or others performing similar functions with respect to such corporation or
other organization or (iii) that is directly or indirectly controlled by such party or by anyone or
more of its Subsidiaries, or by such party and one or more of its Subsidiaries.

(i) "Superior Proposal" means a bona fide written Acquisition Proposal that
the Board of Directors ofConectiv concludes in good faith (after consultation with its financial
advisors and legal counsel), taking into account all legal, financial, regulatory and other aspects
ofthe proposal and the Person making the proposal, (i) would, if consummated, result in a
transaction that is more favorable to Conectiv's stockholders (in their capacities as stockholders),
from a financial point of view, than the transactions contemplated by this Agreement and (ii) is
reasonably capable ofbeing completed, including, but not limited to, that the Person or group
making the proposal will have adequate sources of financing to complete the Acquisition
Proposal (provided that for purposes of this definition the term Acquisition Proposal shall have
the meaning assigned to such term in Section 5.5 except that the references to "15% or more" in
the definition of "Acquisition Proposal" shall each be deemed to be a reference to "a majority").

(j) "Trading Day" means a day on which the NYSE is open for business.

8.12. Other Agreements. The parties hereto acknowledge and agree that,
except as otherwise expressly set forth in this Agreement, the rights and obligations of Conectiv
and Parent under any other agreement between the parties shall not be affected by any provision
of this Agreement.

(Intentionally Left Blank]
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IN WITNESS WHEREOF, Parent, HoldCo and Conectiv have caused this
Agreement to be signed by their respective officers thereunto duly authorized, all as of the day
and year first above written.

POTOMAC ELECTRIC POWER COMPANY

By:
Name:
Title:

NEWRC,INC.

By:
Name:
Title:

CONECTIV

By:
Name:
Title:
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